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PREFACE
,

This document has been prepared for school b6ard members and others
on the staff and in the community Who do not have an extensive background
in business or school finance; The development, adoption and management
of the district budget is one of the most important and far- reaching re-
sponsibilities of a district goVerning board:' This is where the:board
interprets the community'S educational needs and provides for theeduca-
tion of children.- It is a process that should be taken seriously and
with a great deal of Understanding.

This document is written in a format that..-mares;it easy to,read and
easy to refemlice specific topict. Each topic -is covered in a tWo,page
set with a description on one pageOnd a graphic or summary presentation_
on the, facing page. Th'e document\'is written, inlaymin's terms, but to
:insure-complete upderstanding;a glossary of often-used terms.is included
in the last chapter. %

The document is. divided into four chapters which cover all aspects
of the school district,budget.- The budget itself is described in terms
of history, theoryi and structure,' The budget deVelopment procew,is
them covered, followed by a Aescription of.the legal documents.that-.are
required. Finally, there is a diScussion of 4pdget management which is
necessary for successful fiscal accountability. .

It is suggested that your board set up a workshop with the district
administration and the district business office to review this document
and how your district specifically handles the budget process: This will
also allowkyou_Ahe_opportunity to further explore the various Conc4ilts

presented in .very brief form in this document; A possible format for
such a: workshOp would be to cover the budget process presented in this
document and then review each concept, concluding with the, process that
is followed by your district. It would also be beneficia:Fif members of

the administrative staff, principals, employee -organizations, and
were also involved.
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CHAPTER

1.0 WHAT Is A BUDGET

The baSic educatianat system in Catitiotnia £s based on Zocae autonomy

and conttp.e oven the education. ptavded to the students o6 thecommuni4,

There ate aver 1;100,schoot distAict6 in the At*, each with an eteeted
. .

govetning boa/Lc( and hiked administtation acting independengy $26 .the other

distticts within the-legal guide, i.nes establishedey the State. Eachdis-

thia a .then tesponiibt.e sot estaqishing,its own educationat ptOgniims'

within the state 64amewoth.which best meet the needs o6 theit chiedten.

.The ptogum6 should be developed 011owing as aSsessmentotthe community's

needs and the de6inition o6.speci6ic goats and objectives. A ckiticaL
, .

iactot is then the tesoutces avaitabte to cowry out .the needed pug/tams.

The speci6ic tesoutces ate the sta6Cmatetias and basic/bp ons'o6

the distaict att,ptedicated on the revenue available. The ama1imt and source

o6 revenue and -its Ippeication to speci6ic resources .ins, docume ed in a

'diAtitict budget,which then allows the disttict to express ducationat

phitosophy in'6inandiat terms.

The-educational budget ptocess has changed zigra...64:cantlyiri the past

century in both sophistication and visabitity. It started as'a siimpee

bookkeeping process that has grown to mote accmateey tegect:the.c6mmun-

irtyst. educational. needs. (It now ptovides mote'visabitity to both.the_slabi

and the pubeic into the magnitude and pitiotity o6 the disttict's educationat

ptogtams: The cuttent Cadge; ptocesS a meted ptognam budgeting4 where

te4o*ces ate altocated ditectty to ptogtams which are de6ined bat speci6ic

pmposeS rather than general 6unctions. Each disttict must de6i0. its own

-:ptogtams, which then 6-i t into.an o velta.2e sttuctufte coveting the area oti

insttuctionand alt the was needed .to suppont that instruction.

Once the ptogtaini ate de6ined, the bands must be attecated tOpeci6ic

resources. An account iottuetute to u4ed to de6ine the planned Costs and

revenue -that can be property identi6ied.thrtoughout the budget mean. -The

4nat result o6 a ptogibam budget i4 the abitity to identi6y the totat costs,

inctudingnthe suppotting and oyethead costs that ate needol iir-jidet that

the ptogAams can 6Unction.

4),



'1.1 HISTORY 'OF EDUCATIONAL BUDGETS

Lducatilma budgets have tonognused °vet the tast cehtuAy to pnovide
more visabitity ato .the divOosu o6 dZstnict eicpegditunez.

The budgets developed in education at the tUrn of the century were
called object budgets. They allocated dollars to very speCific items to'
be paid for or purchased. The major areas would include peSSOnnel, ser-
vices and materials. The total budget would then have specific dollar
emounts'allocated to-princip4s, salaries,'teathers salaries, custodians
'salaries and other specific district positionS. The services would cover
the'areas of gas, electricity, consultants, and other services that were

1(

provided by organizations or people outsid the district. The materials
were again defined specifically in terms o books, pencils, and other items

which the district required. As district/budgets became larger and
increased in complexity, this budget process became cumberspme and didn't.
define what was actually being done in e district.

The next step was to dev'elop a fu ctibn budget whih allocated dol-
lars to the functidns being performed, This was accomp nied by further
'definition as to the specific objects/of expenditure within each. function.
The functional areas would include administration,with further detail on
'principal salaries and fringeenefi s and.the service& and materials
needed to operate the administhtio functjon. The major function was -
instructignI:which included the salaries and fringe benefits for teachers,
along with the related materials and services. This method provided more
detail, but stilldid not allow for efficient allocation off dollats since
there were so many activities in each broad functional Area.' There was
Also no visability into what was really happening in those broad functions
and did mt.relate directly to-t e district eduditibnal goals., -

Recently, the.State Board f Education adopted the Cati.601a SchooA
AcCountiog Mapat which requir s all districts to develop and adopt a pro -

gram budget. The strength of his method lies in the manner which programs
must be defined and toidenti y specific purposes for which dollars are

allocated. Again, there is more detail-in terms of the specificobjects.':
4 of expenditure within each program., This allows a great deal more sophisti-

cation in the budget process and provides more visability to boUrthe
district staff and the community. the key to the program budget is the
progrim structure which allows definition of programs and allocation of
funds in diffe'rent levels from the general' instructional and instructional

support level down to the actual academiC subjector Ihe district mainten-

ance program. Also included is the grade span and thedivision of special

educational programs and projects. The whole process can now be related to
overall district-educational.goals and allows for the logical allocation

of resources:
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History of Educational Budgets

I

OBJECT BUDGET (1900's)

SALARIES
Principals
Teachers
Custodians

5ERVICES
Electricity.
Consultants.

MATERIALS & EQIUPMENT
Textbooks
Instructional Materials

FUNCTIONAL BUDGET (1940's)

ADMINISTRATION
Superintendents
Assistant Superintendents
Materials ,

INSTRUCTION,
Teachers Spades \
Textbooks.' .

Instructional Materials

OPERATIONS .
Custodians Salaries
Electricity

PROGRAM BUDGET (1970's)

General Education Programs

SCIENCE
Teachers Salaries,
Textbooks
Instructional Materials .,

Instructional/Support Programs

SCHOOL ADMINISTRATION. ,

Principals Salaries ,

Materials

General Support Programs

FACILITY - OPERATION
qustodians Salartes,
Electricity / ,"
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1.2' I-PROGRAM BUDGETING
7

,,
.

.,.kipitognam budget 4.4!a tbit4Texpenditu0,6 that wilt meet .the neet14.

P6 a pakticutah 4.4t4ict.4240040?.4ft taro that ate meaning6ut to .the

qi6tAiet.6tai6 and the dbrilmu4 4.

°

The prograr udget is developed from the process of listing the
rOurtes,requi ed under-appropriate objects for each program. The pro-

g am'Structurermustfirst be-determined and then each program within the
structure-defined in specific terms. Each program should have a stated
goal and,a set of measbrable objectives along with a stated method of
determtning how Ue,objectives are being met. .

The first specifics that are put into each program's budget is the.

pupil and personnel data. This will be the number of pupils being served

-and the numb of full time equivalent Staff .required iricIuding both

certificated a d classified employees. This identifies the populatioh to

be served and th "-direct personnel resources required.

The direct int am colik.are detailed by accumulating the actual sal-

aries of the assigne persdhrill. These can be broken down into specific

line item by jpb title or summarized by generic titles. The employee

fringe benefits are .ide tified separately for accountability purposes and

ease of handling distrietwide payments. The needed materials and set=
vices can be defined.\by vaijous line item categories' in either specific,

terms qrsummarized in general terms. The capital outlay or equipment \\

are identified separately as ihey again have district-wide significance

in terms of becoming fixed, assets. .

The direct support charges are those required to support the program

at the school and district level. These again can be at various levels

of detail. The total of direct and direct support costs are essehtially
those that could be.eliminated if the_program was eliminated.

The direct cast revenue source is detailed to identify the source of

income for each specific program. Most programs receive their income .'

frbm the district general fund for general education. However, there are

some special programs and projects which have additional income for spe-.

cific and restricted purposes. This will then identify the income that

would be lost if the program were eliminated.

One of the most significant items on an individUal program budgetis

the per pupil cost. This can include just the direct operational cost or

the total cost associated with the program. Thee figves can be used to

make further allocations or reductions based on program priority or program

evalbation..

Once each individual program budget is developed, they are combined to

create the overall district budget. Various intermediate totals cat'be
identified that will indicate costs by grade span and the breakdown between

instructional and instructional support programs.

4



A

BASIC ELEMENTS

Definition of district programs
Identificatibn of students to be served by%each program
Identification of resources required by each program
Allocation of resources based on priori -ties

ADVANTAGES

Provides a framework for accouatability
Encourages better utilization of resources
Enables effective Planning for the future
Allows for a more informed'communi
Allows an opportunity for broader volvement,
Provides an aid to decision makin

r.
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, . ,

A pugkam AtItuctuAe ,i.-6. a agkca cumangement oli pugham .that gAaph-
icatty ittu4titate4 thein &ve2 and nelationAip.

I9-
The program structure provides an -Overall vieWofthe interrelation-

ships. of district .activities and becomes the basic frameworV for prOgram
development and budgeting. Because phildsophieS:and needs vary among
districts resulting in varied activities and programs, the program
ture must be sufficiently flexible to accommodate thOsejifferences. The
program structure shown in the example was develqped,by one. county, using
input and final approval of all the school districts in that 'county.

The program structure is a logical arrangementAividedLinto various
levels with each one.providing a summary of:related.prograMs
levels. Level I is the 'district itself or'County Superintendent's Office,
depending on which type of'agency is beingconsidered. Level 'II divides
the activities into the two basicAsategories'of instructional programs,
and instructionalsupportprograms. \-

"4.

N
Level III provides the major activitie . Instructional support

includes general education, vocational educ tionaLand special',4utatio
- , since these are all distinctive areas and suallY.separately funded:

level III areas%in instructional support provide the Major finial
including instructional support, special project's, pupil sere' , genefal

support,, andau'xiliary programs. The` special projects. are ormally specially
funded with the majority being federal programs. The auxiliary programs are
usually handled. in Separate funds 'and,bave restricted funding so -must be,

separated from the other district support prOgrams. Level,IV-is lifespan
and'in this case applies to grade level and is normally only used in* the

instructional areas. The state has stated specific reqUireMents for
reporting.in preforMal,-elementary, secondary and adUlt, so these standard

ranget are shown: A district could break the grade) spans down to any other
level 'desired,.down to each individual grade.

Level V indicates the actual program-being operated. In the feistrut -.

tional area, these Will be the specific academic subjects or types.of pro:
grams in the case of vocational, and-special education. In-special,projectS,
the programs will be each indiOdual project while,the other support programs'.,
usually indicate distri4 level programs. SomediStricts have addedelevel
VI, which actually breaks the level V program intotomponent parts, such as.
industrial arts, whose level VI programs could be Val shop-, wood shop.; and

auto,shop,

The program structure is.needed to identify the programS and; their vela

tionships, A significant part.of the structure is the coding System Which
allows each program to be-identified.numerically for'accounting purposes..
The.coding must allow for'unique numbers, but must also be able'to.suMmarize

up easily to provide totals at the higher levels and finally one diStrict

total.

6



LEVEL .1

4

\Peogram 'Structure (Sample)

LEVEL II LEVEL III LEVEL IV

Instructional
Programs

Seneral.
Education
Programs

'to

,' A

L_

School District or County
, Superintendent of Schools
Office

Instructional
SuppOrt

e

,Programs

Vocational
EdUcation
Programs

-PreforAal

Elementary
K76 or K-8.*.

'Secondary
7-12 or 9-12

_]Adult

Secondary
7 -10 or 9-12

Adult

Preformal

Special Elementary
.Edeclat)On K-6 Or K.,8

II 7..1.2 or 9-12

Secondary [4

LEVEL V

Agriculture
.

Business Education
,Driver Instruction
English
Fine Arts art
Fine Arts Drama

'Fine Arts - Music
Foreign Language

'4,11ealth & Safety Education.

Homemaking -Fam Consumer Ed
Industrial Arts
Mathematics
Military Science
Physical Education
Reading

'Science
Social Science
Work Experience

Agriculture
Cbnsumer Homemaking
Distributive Education
Gainful Homemaking
Health
Office
Trade and Industrial
Work Experience

& R.O.P.

Instruc,-

SuppOiP

Special
Projects

Educationally Handicapped
Mentally Gifted
Mentally Retarded
Multiply Handicapped
Physically Bandicappdd
Summer Schools and Classes
Other

Instruoiional Admin.
Instructional Media
Schpoi Administration
9t her

Pup:Svcs,
Support
Programs

Demo. Progs.' in Rdng/Math
Education Improvement Act
E.P.D.A.
E.O.A
E.S.E.A.
M.D.TA.
Math Improvement Program
Miller-Unruh
N.S.E.A.
Professional Devel.- Ctrs.
Emergency Employment Act
Research & Teachers B4.
Special Teacher EmploYMent
V.E.A.
N.Y.C.
W.I.N.
Other

General
upport

*Programs

-(

Attendance & Welfare
Guidance $ Counseling
Health
Other

Auxiliary
Programs

7.

County Superintendent.
District Administration
Maintenance,
Operations.
Transportation
other

13

Commuiiit9"-Services

Facility Acg. Construct.
Food Services
Other .
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1.4 ACCOUNT STRUCTURE

,,

An Account St/matt/Le 4hoUtd be used which attoW6 any, income 04'
expendituAe,to be allocated to any tevet thaemeetA the Atate &equine-
mead. and aiatnict needa. .

G
4,

o
The Account Structure must provide sufficient account detail to meet

the state financial reporting' requirements and should be flexible enough
to meet individual diSteict needs. The more detail and sophistication
used provides for more visability into the,financial operations of the
district and aids in management decisions. The right degree of detail is
strictly aifunction of the size of theolistrict and the ability and

i resources in the business office. . 4q

The Account Structure example is again one that ,is used in .one par-
.

ticular county and developed in conjunction with the lbcal, districts.

District - the two-digit code identifies each district and allows for
Up to 99 districts in the county;

Fund the two-digit fund code allows for the jeparation of the'
'district's general fund from the restricted funds for such
programs as community services;

Lifespan/,
Grade

Location

Prime
Program

Sub
Program

User Prime
Program

Prime
Account

Sub
Account

Control

- this s -e digit can be either a letXeror a number provid-
. in§ over 30 choices of grade level groups;

the two-digit code allows each district to identify financial
activity at up to 99 separate locations or schools;

these three digits allow the identjfication of the level V
programs indicated in the program structure;

- these two digits allow up to 99"level VI programs within.each
level V program;

- this code allows exp'enses for a program such as transporta-
tion td be allocated to a-science pi-og2 for a field trip;

- these four digits are established by. the Cati4oAnia Schoot
Accounting)Manuat with some local discretion in the last two

digits;

these two digits allow for further breakdowns within,the
established prime accounts;

,

7 this single digit can'be used in,many ways, but typically is
to identify the major location of financial control in the

district.

The strength of this kind of account structure is in its flexibility.
It is designedto be used by a small district with a minimum of detail as
well as a large district whd pperates very sophisticated and extensive

.budget.

14 .



District

Fund

Lifespan/Gradespan

IocatiOn (School)-

Prime Program /

Sub Program

User Prime Program

'Prime Account

Sub Accodht

Control

Note:

(

Account Structure

(Sample).

444 - JC..) U U I ,

indicates required digits (14)

) indidates optional digits (8)

I

15

, 9

40.



1.5 TOTAL COST' ALLOCATION

The total codt 06 a pitogum inceude6. not onty the, di/m coats,et coa, but
the ect 4uppo4t and indiuct diet' act co4t4 mhich milat.be ,Otcluded to
aceu eey a44e44 the 6i4cat impact 06 openatin4the puytam.

The direct,cost of any program is usually, obvious, but many times
there are additional, costs involved in terms of- supporting programs and
district level overhead. The concept of total cost is important since
it gives a more accurate picture of 04 fiscal impact of an, operating .
program. This provides more visabilitY and allows for better management
decisions. *

The direct-costs are those incurred for resources used directly,in
the operations of a program: All direct costs charged to programs are
classified as objects of expenditure. Eiamples of costs easily identi-

- fied with a particular program are teachers salaries and textbooks.
Other direct costs such as fringe benefitsv-substitute salaries and mis-
cellaneous instructional supplies are not as easily identified, but still
must be allocated to the using program. 'Many times these costs have to -'
be prorated between using programs.and must be done on an equitable, basis,
depending on the amount of use or proportional share. 11,

Dtrect support charges represent the reallocation of portions of the
direct costs accumulated in support programs for services rendered
directly to-using prpgrams. There are various criteria used to determine ,

the valid direct support.costs. In many cases, the administrator of the
using program has some cpntrol,or responsibility for the costs of services.
In other cases, the costs of servttes in question would no longer be nec-
essary if the using 'program were discontinued. One example of a district

support charge is the cost of a field trip charged to an instructional
program. This is a service rendered that was specifically requested and
it.beyond the normal home to school transportation services.

The costs of support programs remaining after direct support costs
have been transferred are considered indirect costs of the instructional
rogram. 'These costs are more remotely related to the instructional

process and are generally aimed at all of the instructional programs as

a group. The indii-ect costs can be allocated to instructional programs .

by several different methods. (However, for state reporting-purposes,
they must be allocated either by the number of teachers and aides in the

program or by the program enrollment. An example would be the costs of
district administration and transportation Which are distributed to all

.
instructional pro§rems on the basis of the ratio of each program's
enrollment 'to the'total enrollment in all,instructional programs.)

.
1.6

10



To'tal Cost Allocation

DIRECT COSTS

Costs incurredior resources used directly in the operational program
Costs for services that directly benefit the users
Includes program personnel salaries,,end costs of supplies and equip-

merit

RIRECI SUPPORT COSTS

Cpsts controlled by the program'
Casts for services that directly benefit 'the users
Includes costs of instructional services and direct pupil services
y of transportatiOnt counseling and attendance

INDIRECT COSTS

Costs required to'operate a nuMber of programs
includes costs of district-administration-

C

17
11

1 . #

"*.e.
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CHAPTER I I

2..0 T UDGy' PROCESS

-

By taw, ever/4 dattict must pkepaneand adopt ,an annuat budget.'

Thi pkOs.e66 vakie6 each'datkict, bat thermake a mbek otcommOn

method and pkobtem6: The advent otkeventei. V.m to by SB.)90 £n 1913

ha4 placed 6ignigcant 44m4mti.oh4 on the amount,o6, .evenue a datkict

can keoeive: each yeah. Others 6acet4 o6 the ketipitte Limit' concept

..1Enctude'the-ikilation &cam, which inckea6u'the 4 venue timitAnom

one years to.the next, and the manner in whic ng enuOment i6 t'

handted.

Under Cati,6oAnia16 revenue timit cOnce tAict can pkedi.ct

it6 /avenue in, the budget devetopment Pkoce66 byldeimmining the

income Son genekat puvosei by oxecutat.Ing 4t4 revenue timit. The

income bon specia2 spkogkam6 and pukpo6e6 44 then added.to obtain the

totat pujected Di6tnict6 have Ow dtteknati. e6 ban inckea6-

ing theik gO66ibte income, and mo4t depend on the appkovat otthe

'Q.-tee-to/Late.

T.18

-12



2.1 HOW THE BUDGET IS DEVELOPED

The budget i4 caotkucted by the diAtAict
ongoing obagationo and input ,)nom a v
appuved by the Board.

niatnation, based on
o6 bourr.cea Welt which it 4.4.

4f

Budget develOp.- t is usually started with the es s mentof a
schedule. This sahedule must be tied:to the le equirements,_butean
be expanded to Include major milestoneS of ut and review. It can also_
serve to identify who will be involve d who has responsibility for.
speCific actions and documents. budget'schedue or budget calendar
is really the roadway .to a ficient, budget development process. .

The actual process containsseVeral.majorelements starting with a
logicM frameowrk which allows ViSabilityl levels. There is very

reduced. The-remainder, of, the budget.isins. plies.; operations and main-'-

ittlittle in a district's budget that'can chart froinone,yearto the. next
since most of,the expenditures are in person ' whichcannot be easily

tenance which have very little flexibility since -they are required to '

support the educational.program. .

:The' budget must be started fromthe cnigotng.obligations to personnel
and required services. There must then be.proviiiOns.for changes-to the
existing programs and a cycle of review at the Administrative and boar
levels. There shouldoalso berovisions for priorities set by the boa 0, -

administration and.community to out'the emphasis-on-the program change t

The budget must start with the dtstrict'S ongoing obligatiOns, bu
is then supplemented by estimates and' projections'ofinCreased operati nal
costs and salary schedule .increments. At some point, salary improvemefits
for employees must be taken into account either as specific increases
budgeted or provisions in, theXUndistributedreserVe. The critical element
in the whole process is the revenue porjeotions, when measured against on-.
going requirements, which provide the limitations and restrictions on 'the
budget which seem to continually become more restrictive.

.

. . ..

.ift..,t

. .The'invOlvemeilt in the budget process varies from district to district.
. ...

The business-office, central administration and bOard.are always involved'
tlwne degree.The differences come in the degree that.ihe,certificated!
nd classified stafT and the community are involved: Some districts use 4
committee process/With extensive involvement while others alloW minimal
impacOf little More than comments at the publit hearing. Atthis'poin ,

there is. no right hnswer, but:the trend appears to .be toward more signifi
. ,..

cant involvement/at'allievels.
-,

A

,
-,,
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How The'Budget I Developed

SC DOLE

Established early with specific dates
Designed to meet legal requirements )

Identified major milestones
Indicated involvement and responsibility.

PROCESS.

Develop f
'

ramewbrk based on current Obligation
Impact o ;changes and priorities
Reviews at various levels
Approved br,administration end board

'INVOLVEMENT

.

Business Office'- responsible technically
District Administration - responsible administratively
Board - responsible legally 'representing the Rublic
Staff - involvement depends On'district policy
CommAity - involvement depends-on'district policy

BASIS '

Prior year budgei.,;

Actual expenditures for prtgin years
Predicted increased costs -':

Projected salary -increments t4,.
Program changes required and'desired
Salary increases anticipated'or commi ted
Priorities of board, administrati.on; s aff and community
Revenue projections.
Multi-year projections '

,

.b
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2.2 REVENUE MITS -

ALL 4choa, distAictis cote timited.in the amoant-06 /Lemma theq can
.4ece.i.ve each yeat pcom 4-tate and tome 'efuncei. fan genetae educatkon.

The concept of revenue limits for school districts came into being
with the passage of SB-90 in Deceitibe'r, 19724 which established the pro-
cess in the'Education Code. The basic concepis to calculate the max-
-imum amount of revenue each district can receive each year and then __
determine the amount of that maximum which will come from the state and

_ local sources.- The revenue limit'is based on,an.amount per ADA and is
different for each district becauge it it based on the amount ofbrpvenue
per ADA each district actually received in the 72/73 fiscal year.

.

The process is initiitted bY'calculating the base revenue limit per
ADA for the 72/73 fiscal year which is defined asthe base year. The
total district revenues actually receivedand ulilized'that year are

income,determined by adding state income, local including all tax rev?-

flues and any district reserves that were expended. This total district
revenue is then divided by the, actual district ADA to find the base
revenue limit per ADA. This amountis used as the basis for all future

calculations.

The 73/74 fiscal year was the first year that the'revenue'limif
concept was required by law-to be used in school districts. The calcu-

lation begins with the 72/73 base'revenue liMit per ADA. A inflation

factor is then added which will vary from year to year base on legal

guidelines to obtain the 73/74 revenue limit per ADA. This,mit is _

the multiplied by the anticipated ADA resulting in the maximum amount _-
of revenue the district 'can receive for general education. In order

to determine the sources of that revenue, thestate apportionment is
calculated using a legally established formula. The other local income
is determined including income'from unsecured taxes and prior year tax
61-4ections.. The state and "other local income .aft then subtracted
from the total revenue limit resulting in the maximum-.amount that Mar
be requested in secured taxes. This-amount-ig-then,divided by the
district securediassesged valueto determine the maximum tax rate'that
may be levied. Thii, tax rate supercedes all previous tax limits, but
in many cases wilI-The lower than prior rates due to increased state
support and higher district assessed value.

The 74/75 calculations are done exactly like the 73/74 calculations

except the starting revenue limit will be the 73/74 limit whith is then

increased by the Inflation factor to arrive at the 74/75 revenue limit._
Thetnily other-diffd.ence is the adjustment resulting from the prior-----

years calctpatiods. At the. end of 73/746 the revenue limit is again
calculated using actual value'for ADA and income to determine the amount'-
of secured tax that should have been levied. The difference between the

amount that Was levied and the recalculated amount that should:have been

levied is either added or subtracted from the following years tax
requirement.

15
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. Revenue Limits.

72/73 base revenue
limit calculation

73/74 revenue limit
calculation

revenue sources

. A/75 revenue limit
calculation ,

add
plus
plus

equals
divided by

equals

plus

equals
times

equals

less
less.

equals

divided by
equals

plus

equals'
times

equals

less

. less

equals
plus/minuS'

equals

divided by
equals

state income
local income
reserves used
total district revenue
average daily attendance (ADA
base revenue limit per ADA

72/73 base revenue limit per ADA
inflation factor ,

73/74 revenue lithit per ADA
anticipated 73174,ACIA
total revenueAlloyed

state a
other "1

secured

d

cal income
tax.requirement

distric assessed value
district general purpose tax rate

73/74 revenue limit per ADA
infTation'factor
74/75 ievenue limit per ADA
anticillated 74/75 ADA"
total sis.trict revenue allowed

state
other
secure
adjust
maximu

id

ocal income
tax requirement 'A

ent for 73/74 recalculatidn
secured tax're uirement

distri t secured assessed value
district eneral ur ose tax rate

Each succeeding fiscal year is calculated in the s me manner-at 1974/75.
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2.3 INFLATION FACTOR.

Each yeaA, the Aevenue timit o6 eveAy diztAict £4 incuoused by an
ingation canton which i4 de6ired in the Education Code and "vaitie6 with
each dibtnict depending on the magnitude 06 the diAtAict'4 Aevenue timit.

The revenue limit concept brought with it the need for some, type of
inflation-factor to increase Ole amount of funds the district could receive
in succeeding years to meetthe increased costs of district operation. '

Were are two important figures used, each in determing the inflation
amount per ADA allowed each separate district. The first is the base dOl-
lar amount per ADA that is available for inflation. The second is a figure
which is used as a ratio with the districts' base revenue limit compared to
the foundation program amount to determine how much of the inflation amount
the district ill be allowed. This ratio is commonly referred, to as" the

rsqueeze facto.

The iiinflation factor, has been used for three years to this point and
the amount and method for calculating ihas varied each year The infla-
tion amount for 73/74 .was set at $65 for all districts by 'SB -90.' The
ratio figures were arbitrary ones set by SB-90 and were different for
elementary, high school and unified districts. Legislation the same year
increased the inflation amount to $70 ',under an optional method of calculat-
ing the districts base revenue limit.

The/inflation amount for 74/75 was determined by the legal formula
which indicated it had to be between five and six percent of the prior.
years foundationprogram level.. This resulted in'a different amount for
elementary, high school and unified districts and in all cases, a lower
amount thah the previous year. The figures used to calculate'thesqueeze
factorwere.significantly lower than the previous year Which allowed dis-

,"tricts less of the inflation amount.:

The inflation amount fdr 75/76 was changed significantly by SB-220:
The amount Was identical for elementary, high school and unified districts,
but varied between basic aid and eqUalization districts. The basic amount
was set at $63; ,but had $23 added to allow districts to take advantage of
the additional state equalization aid. The figure to be used for the squeeze
factor remained the prior years foundation program amount. The inflation
.amount was determined for equalizationdistricts.by "squeezing", the first
$63 and then adding the $21 to arrive at the total allowable. Basic aid
districts had to squeeze the whole $84 since they did not receive any addi-
tional state funds..

The inflation factor will always be a critical issue as long as the
revenue limit concept is in effect in school districts Forthe past three,
years, it bas been tied to artitrary amounts that had no correlation with the
economy or the actual cost of district operations:

23
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Inflation Factop

Type of
Year District Inflation Amount

73/74 Elementary $ 70"

High School 70

Unified 70

74/75 Elementary $ 46
High School 57

Wifted 51
4'

,

75/76 Elementary $ 84 4
High School. 84 *

Unified 84 *

Figure Used to'alculate
,District Squeeze Factor

* Basic aid districts were required to s4i

Equalization districts were required to
were then allowed to add a full $21.

24
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2:4 DECLINING ENROLLMENT

A majok pubtemAacing a majokity o6 dectilLi.ng enkatement
bee.acose ate genekat punpoze income 44 tied dikectey to enkotement and 4:-t
i6,di6gcutt to teduce experditake6 az 6a4t ais enkatement deCtine6.

,The.revenue liMit concept has placedan extreme emphasis on the num
ber of ADA each district has each.yeat. In the pas,t, state -aid was the
only district income that was tied to the district's ADA:with the remainder
of the income being based on the district's assessed value and tax rate:
Under the revenue limit approach, all district income for general purpose

tied directly to the district's ADA and is not affected by any change
in the district's assessed value. This in iteseif is not bad and in a
'growing or stable district,' the revenue incases each year dues to the
inflation factor and any increase in ADA. The problem becomes acute when
a district is experiencing a decline in enrollment and becomes' critical..
When the decline grows to a significant percentage.

The declining district flips itself with a budget that is decreasing

faster than the district expenditures can be reduced. Some districts with
large declines actually have budgets lower than the preceding year despite
the increased cost of operation. A good example of the impact would be a e

'district with the state average'revenue limit of $1,100..wh1'ch has a

decline of 90 ADA. This would mean a loss of total revenue of $99,000.
If the 90. students were in the right places and three classes could be
eliminated, thereVould be.a need.to release three teachers. If these
teachers could be released, it would result ita decrease of diStrict

,'expenditures of $42',000 using the state average teachers-salary of $14,000.
This still:; leaves the district With $57;000 in lost revenues which must'be
cut from district programs.and'operatins with only three les; classes.

An attempt was made in legislation to provide some assistance by
,ajlowing ADA credit for 50% of the district's decline. UnfortUnately,

this method only helps a district the first year of the decline or the

first year the law went into effect. After that', the district must absorb

'all of the decline. AnotheNtopgap Was used ,this year when SB-220
increased the allowance to 75% of the decline, but again this is only of
benefit the first year with the district absorbing the full loss the

.,following' year.' 1

Declining enrollment is going to be a critical factor as long as,
revenue limits are used and a district's total income is based on ADA.
Unified, high school and community College districts have'made efforts
to increase adult enrollments and many districts have increased summer
school enrollments to soften declines.' Declining enrollment is an issue
that is going.to have to be faced in any future finance plahs.

25
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District revenue limit.

ADA decline

, Di strict reve

Release of three teachers $14,000 (state al;erag

Loss of revenue to be reduced from atier..gstritt
prog rants' #na operati ons.
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2.5. REVENUE FORECASTING

A datilict can poject itz income by caeca:Lang itz nevenue,iiinZt
604 genetule education and adding any categonicat aid and Apeciat-income.

The critical and major part of a district's income is for general
education purposes and, is limited by the revenue limit calculations. The
actual income comes from the state and several local tax sources, but in
no case can total more than the district's calculated revenue limit.
Therefore any revenue forecasting must begin with the district's total
revenue along with any adjustment to the prior years recalculations where
actual values, are used in place of estimates. Most, districts will'find

that overs:!8 their total income will be for,general purpose.

Many disicts.,receive some type of feder0 income which is for
specific "p0OgramsL'One-of the only exceptions -to this is PL-874 impact
aid, which replaces tax income lost due to federal-installations and .per-
Sonnel and can be used for general purposes. Most other, federal funds
are for restricted purpO"ses such as ESEA Title I, which is for defined
programs for the educationally disadvantaged. riost federal programs
tend to fluctuate in purpose and level of funding ,so projecting district
income into future years in difficult.

The state proyides income for special programs-over and,above the
,Principal'apportionMent for general education. These categorical pro-
grams are'very-restrictive and must be done-in conformance with the
Education Code. The program must be operated, for the funds cannotibe
usedfor any other purpose. Most categorical programs are predicated
on the number of students and classes served so predictions can be made
for succeeding years. (The major variables are the'levelsof state sup-
port which tends to increase each year, but depending on the funds'
available at the state level, the total fusids prediCted by a district

i may not be'received.)

Other local income can be received.from permissive override taxes
that may be levied each year sunder the legal limitations. The amounts
budgeted depend, on the requirements of the programs and district's

assessed value, As in the case of the Other categorical programs, all
funds received must be spent within the program for which thd taxes were

levied.

0 er sources of district in e include funds received from other
distri is for their residents to attend your districts schools., All

income is then added to the district's beginning balance to determine
the funds that.will be available for expenditure during that year. Rev-
enue forecasting is complicated and far from exact, but it can and.Must,

toe"done regularly and updated oft6.

27 ,
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REVENUE FORECASTING
A. GENERAL PURPOSE

Total Revenue Limit 1975/76 (SB-90 Calculatipn)

Adjustment To Prior Year Secured Tax Levy
(SB-,96 Recalculation)

B.- FEDERAL INCOME

'\' 1. Federal Sources

2. State Sources

3. County Sources

4. Local Sources

5. Combined

C. STATE INCOME CATEGORICAL AID

1. Educationally-Handicapped

2, Mentally Gifted

3. Educable Mentally Retarded

4. Physically Handicapped

S. Trainable Mentally Retarded

6. Transporting Handicapped. Pupils

7. Driver Training

8. Allowance Por Transportation

9. EducatiOnally Disadvantaged

10. Elementary School Reading Program

tl. Instructional TV

Early Childhood

13. STRS Apportionment

. COUNTY INCOME

Misc. Funds (E.C. 17606)

E. LOCAL INCOME

1. Earthquake Safety

2. Public School Building Loan

3. State School Building Loan

4. Community Services

'5. Meals 'far Needy

6. ROP/ROC Capital Outlay

7. Other

Total Income (J-41-B Page 6, Sec. 8)

F. 'INCOMING TRANSFERS

G. BEGINNING BALANCE

H. TOTAL ,.INCOME - GENERAL FUND 2 8.
22



2.6 INCREASING DISTRICT REVENUE

DL4thict income can be incuased by he6thicted'pehmi44ive oven/tide
taxe4 and vote4 o6 the efectohate ta inchea4e .the opeAttiona Aevenue Zim-

04 bonds 04 capita outtay.

The maximum amount of revenue-a diStrict can receive for general edu- ,
cation is.setby provisions in the Education Code. There are some specific

purposes for which a governing board can on its down decision increase local

taxes through permissive override taxes. Any other increases, whether for
operational or building needS,"must be approved by the voters of-the district.

In the past years, there have been many permissive override taxes

available to districts for very specific restricted purposes,'but SB-90
eliminated most of the permissive taxes. The.ones remaining.are still
restricted and can be levied on the prerogative of the governing board. The

major permissive overrides that are still available include community ser-
vices, meals, for the needy, constructionito meet earthquake standards, and
regional Occupational programs OOP). There are.several other little used

° taxes including some special ones for'community colleges. Most of these

taxes have limitations in theiform of specified tax rates with the majority'-

being $.05,or $.10.. Most districts use the community services and meals for
the needy taxes and many high school and unified districts use the ROP tax.

The others depend on the special programs;and Reeds.of-Jihe district.

Every district has a calculated revenue limit per ADA which is increased

each year by an inflation factor.' -This is the maximum a district can receive

per ADA, unless,it is.increased by the voters' in'the district. A governing

board can call a'revenue limit increase electton,to be held with one of the

three'general elections held each year. The board must determine and, state

on the ballot the amount by which the revenue limit will increase and the

number of years that the increase will be in effect:. The ballot must also

state'the impatt on local-property taxes if the revenue limit increase is

approved. This type of election only requires a majority vote.

Another district requirement may be for capital outlay funds to con-

struct or rennovate buildings or to purchase major equipment. Fundscan
be raised for this purpose through sale of bonds which have been approved

by the voters of the district. Under normal conditions, a bond issue is

the only way a district can raise'the funds for schOal construction, so it

is a very common practice. Unfortunately, current law.requires that these

bond, issues be passed by a 2/3 vote:

The current law makes it very difficult for a district to raise addi-

tional funds over the revenue limit for general education purposes. In all

cases, any'increase results in an increase in local property taxes,



Increasin4vDiStrict Revenue

PERMISSIVE OVERRIDES

4115
i

At discretion of goterning board, uding:

Communiiy services
Meals.for the needy
Reg+onal Occdpational PrograMs (ROP)
Earthquake safety
Others-

VOTED REVENUE LIMIT INCREASE

Election called by governing board
Specific increase in revenue limit per ADA for a specified period of

time
Majority vote required_by electorate

VOTED REVENUE'FOR CAPITAL OUTLAY

Election called by governing board_
Bond election with amount of bonds-specified and 2/3 vote required by

electorate
Ldase purchase election with amount and purpose specified and majority

vote required by electorate
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3.0 CHAPTER I I I

THE BUDGET DOCUMENTS

The 44thict annual budget iha eegai document which muot be submit-

ted on o66iciat-6o/m6. The ,Education Cbde WA the Legal calendar which

must be 6ottowed bon the adoption and 6ubmiasion o6 the budget. The actual

budget must be submitted on the Atate'a 6olop J-41-B which 44 Oerty Aimpte

and btie6. Along with the budget, the dOtAiet must Au6Mit 4tAannuat.

6inanciat report. Thia tepoltt more extend e than the bUdget with a

6igni6icant amount o6 detail o6 both the diAtnict'A income and expenditute6.

The diAtAiet mciAtratAo submit a 6inancLat tepott o6 the di6ttiet'a puomm
along with a more eatted coats data t4ott o6 Apeciiiic.Aetected puomM.

31
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3.1 'LEGAL CALENDAR

5he diAtnict govenning 4egatty ne4pon4ibte. bon adopting.the

4choot diAtAict budget in aceondance with a meendat apeci6ied in the

Education Code,

All official governing board actions on the adoption and transmittal
of the budget must be taken at a regular or properly called special meet-

ing, and must be recorded id the minutes of the board. Here is the

official action that must be taken:

DATE
On or before July 1

ACTION
Board files tentative budget

EDUCATION CODE SECTION
20607 (a)

DATE.
On or before July 1.5

ACTION
Board files tentative budget

EDUCATION CODE SECTION
20607 (bl and 2)

DATE
On or befOre July 20

ACTION
Eliafiles publication budget

EDUCATION CODE SECTION
20607 (c)

DATE
July (last week)

ACT fON
Adoption of budget by a' few

'districts

EDUCATION CODE SECTION
20607 (d)

EXPLANATION
.Each school district files a tenta-
tive budget *ith the County Super-
intendent of Schools.

EXPLANATION
The County Superintendent of Schools
examines and makes any technical
corrections to the tentative budget
and indicates changes he.deems
desirable or necessary to determine
the tax requirement. He makes any
.recommendations he deems necessary to °.
insure that the proposed expenditures
do-not exceed the anticipated revenues
and that the anticipated revenues are
-realistic. He transmits to the
governing board a written explanation
of the reasons for.such changes.

EXPLANATION
The governing board makes such changes
in the tentative budget as it deems
necessary or desirable and returns the

budget to the County Superintendent of
prchools. Such budget constitutes the
ublication budget. A copy of this

publication school budget is sent to

the county auditor.

EXPLANATION -

The governing board in districts not
required to hold 'a public hearing
(-that is, if no district tax is
required or, in eleMentary districts
employing but one, teacher) adopts the
budget and'files it with the County

32
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DATE
jiii-37 (last week)

ACTION
Publication of budget

EDUCATION CODE SECTION
2.66-04

a

DATE
AiWst 1-7, incl.

ACTION
Di-Mt public hearing

EDUCATION CODE SECTION
20504. .

DATE
TATst 8, 9, 10

ACTION
Adoption and filing of budget

EDUCATION CODE SECTION
20607 (d)

'DATE ,

August 15
A

ACTION
County Superintendent transmittal

to county and state officials

EDUCATION CODE SECTION
20607 (e)

L

EXPLANATION,(continued)
1

.Superintendent of Schools fir his use
and Aransmittal to the Boar' of S per-
visors, the county auditor, and t e.
,Superintendent of Public In truct pry

EXPLANATION
1

The County Superintendent of Schools
publishes,the budget for each dis rict
(except for those not required to hold
a public hearing per the above) a
least once in a newspaper of general
circulation-.

EXPLANATIOg ,

The governing board of each distrOct .

,except for those not required to; hold
a publtc hearing per the above) h lds a
public hearing on the budget, pro iding i
the community an opportunity to r act
to the proposed budget and provide input
to the budget process. ;

I 1

EXPLANATION
On or before August 8, school districts
with lgss than 10,000 A.D.A. and (f)n' or

before August 10 school districts with
more than 10,000 A.D.A., the governing

board adopts the budget. Such budget

is filed with the County Superintendent
of Schools, the county auditor, the
County Board, of Supervisors, and ;the

'Superintendent of Public Instruction.

EXPLANATION io

The County Superintendent approvis the

budget as adopted by the governing board

and files a cOpy with the Board ,of
Supervisors, the county auditor, and
an ORIGINAL with the Superintendent of

Public Instruction.



11"

The annaa4 budget kepoAt the- actuatdoeument o6iiiciotty adopted

by .the board a4 keqUiAed bj Zato1oktekatate4 the 44tkiet!4, amticipated
incomeand budgeted expenditune4. .

3.2. ANNUAL BUDGET REPORT (J-41-B)

o

The annual district budget is reporton the state form J-41-B.
This document includes several.pages which inelude tax rates and calcu-

. latton worksheets, but the heart of the budget is shown on the follow-
ing two pages. The budget is divided into four major sections,'includ-
ing the beginning balance, income expenditures,and ending balance.

The beginning balance starts with the ending balance of the previous
.year.which is.then adjusted at the end of each year by the actual accounts

received and liabilities paid. The income is recorded by source including
federal, state, county and local sources. The federal income is primarily
categorical aid in the formaf ESEA Title funds or impact aid. The'state

income is in the form of principallapportionment and all categorical aid
including such programs as special4education, transportation, and early
childhood education., The county Ocome can include equalization offset
tax or other income derived at the county "level. The local income is

derived at the county level. The local income is divided into the major
sources of local income secured taxes and local income other than secured

taxes. The secured tax obvious while the others will include unsecured .

taxes, prior year taxes, and areawide aid. The-last income source is
funds for incoming transferscwhtch when totaled with all other sources,
yield the total amount of funds available for the fiscal year.

Once the total funds available are determined, they are allocated in

the various expenditure categories. The CaLi4onnia. Schad. Accounting

Manua. provides the major expenditure accounts which are summarized on

this budget. This summary takes the form of the.seven lines indicated
dealing with employee,compensation; suPplies; contracted' services, capital,
outlay and other outgo. 'The lait account is an appropriation for contin--
gencies which is a reserve account-for.use during the budget year. These
items when totaled will result in total expenditures, other outgo and
ending balance which must equal the ,total derived above in the total funds

available.

the'budget has three columns which indicate the actual line items for

the past-two years and the current budget figures. The budget is also
divided into funds with the majority of the district's activities shown

in the general fund. There is also a comparable budget derived for the,
bond fund, state school building fund, special reserve fund, building fund,

cafeteria fund and child development fund., ,
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ANNUAL FINANCIAL REPORT INCOME

The annual ,Zrianciat Aepont mast be &LCed with. the tae a the end
o6 each 6i6cat yeah. It inctutleh-an'adjuated beginning batance and a
tiAting otthe income by zotace.

The annual financial report must be filed with the state at the end
of year fiscal year. This report is in the same account formatTas the

.
.

annual budget, but contains mu more detail. The report is divided intogP\ .t.

the same four parts as the budge , including the beginning balance, income,
expenditures, and ending balance. The report covers all district funds,
with a separate column for the general fund. All other funds are combined
and the third-column provides the district totals by each line item as
well as overall categories, ,

The beginning balance is essentially the, same as reported on the
J-41-B. It includes the di-strict's cash which is primarily in the county
treasury, but could also be in banks for restricted purposes or in revolt'
ing cash funds. Other dtstrict,assets include the, amount of funds con-
tained in the district"stores which can include materials' that. were
purchAed but not yet charged to an operating program. Adjustments are
made to the previously estimated accounts receivables and payables now
that actual figures are available, The total sum Ofthese items results
in the adjusted net ending balance orthe district.

t
,

The income is separated by-source covering the federal, state, county
,and local levels. The.majority of federal income is in A.-1374 which is
impact aid in lieu of taxes lost due to federal installations and thee.
Elementary and Secondary Education Act primarily in Title I. The majority
of state income is in the form of principal apportionment which is
unrestricted and used for general education.' The special purpose apporz
tionments and special allowances are categorical funds that are restricted
for specific purposes and are obtained because the district is operating
specific programs. Other apportionments are provided for facilities,
children's,centers and development centers and are again funds for which
the district must-qualify. The majority of county income will be in the
equalization offset tax for counties that lose state income due to under
assessments of property by,the County Assessor. Other income could be in *r'
bigh school or community college tuition in counties where the whole county
is not covered by high school or community college districts. The majority
of local income is in the form of district taxes, including Secured,
unsecured and prior year taxes. Elementary districts will get areawide
aidand depending on the county, most districts will receive interest.

The incoming transfers will include tuition and incoming transfers
from other districts_for the education of their students.

The total of all income sources and the beginning balance results in
the total 'amount that the district had available for expenditure during
the fiscal Year.

37
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Annual Financial Report - Income

.BEGINNING BALANCE, JULY 1
Cash in County Treasury
Cash in Bankls) (E.C. 5758 or 7405 only)
Revolving Cash Fund (E.C. 21301-21305, 21320)
Cash Collections Awaitirtg Deposit (E.C. 17152-17207)
Investments in U.S. Bonds (at cost; E.C. 17203)
Accounts Receivable (reported on Form J=43A)
'Stores
Prepaid Expense
Other Current Assets
TOTAL CURREN; ASSETS

Less: Current Liabilities and Deferred Income (reported on
Form J-43)

NET BEGINNING BALANCE (must agree with Net Ending
-

Balance reported for prior'year)
Adjustments to Accounts Receivable
Adjustments to Current Liabilities
ADJUSTED NET BEGINNING BALANCE

INCOME BY SOURCE
8100 -8400 Federal Income

811-0 Maintenance and Operations (P.L. 81-874)
8120 A/eterans'Education
8130 School Construction (P.L. 81.815)
8140 Education Professions Development Act

(P.L. 89-329) .

8150 Economic Opportunity Act (P.L. 88-452) ...
8160 Elementary and Secondary Education Act

(P.L. 89-10)
8170 Emergency Employment Act of 1971
8210 National Defense Education Act
8220 Child Nutrition Programs
82,30 Manpower Developm'ent and Training Act

of 1962 (P.L. 87.4151'
8240 Vocational Education Amendments of

1968 (P.L. 90-576)
8310 Forest Reserve Funds
8320 Flood Control Funds
8480 "Miscellaneous Funds"
8490 Other 'Federal Income

Subtotal

8500 Combined Federal and State Income
8520 Preschool Education Aid
8530 Children's Centers
8580 "Miscellaneous Funds"
8590 , Other State and Federal In'come

Subtotal

38
32

1:,';,

,;

.
77'7'4

General All other -' 11'11.: Total, all
fund. kinds- .` - ,I,

i
funds
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Annual Financial:Peport
"(continued)

'
8600 State Income
8610 Pi nicipal Apportio,nment

r
8620 Spoaal Purpose ApportiOnment
8630 Special Allowances
8640 -Apportionment for -School Facilities
8650 Apportionment for Ch'Idren's Centers
8660 Apportionment for Development Centers . . .....
8670 Tax Relief Subv'entio'ns.
8680 "Miscellaneous Rinds':
8690 Other State Intome

Subtotal

8700 County Income
8710 Community College Tuition Tak
8720 Equalization Aid Offset Tax
8730 High School Tuition Tax
8740 County School Tuition Fund
8750 Contract Services
8780 "Miscellaneous Funds"
8790 Other County Income

Subtotal ,

8800 Local Income
8810 DistriCt Taxes
8820 City aria County Taxes
8830 Areawide Taxes
8840 Sales

4' 8841 Sale bf Bonds
8843 Sale of Equipment and Supplies
8843 Sale of Land and Buildings
8844 FOod Service S'ales.
8845 .Sale of Publications
8849 Other Salei

8850 Rentals and Leases
,8860 Interest

8870 Fees and Contracts .
8880 "Miscellaneous Funds"
8890 Other Local'Income

Subtotal

Genekal , All other - rota!, atl
fund funds funds

a

8900 Incoming Transfers ,.

8910 Junior High School Tuition
8920 Other Tuition I

8930 . interfund Transfers ,

8990 Other Incoming Transfer's
Subtotal

TOTAL INCOME .

TOTAL, &T-BEGINNING BALANCE
AND INCOME

33
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ANNUAL 'FINANCJAL REPORT EXPENDITURES (1.

The-annuat 6inancia4 tervit ihetu4e6 q 44,4ng-o
ion the .6i4cat. yeah by majo4 objedt. ' ',:-.

ate tuft

The annual financial report summarizes -all' the diStrictt expenditures
for the fiscal .year.,The report liSts tbe expenditures- by theobject
accounts specified by the Ca4lionnia.$01Oat Account* Manua. All--funds-

are.reporte&With the general fund indicated separatelyand then combined
With-all other funds to.provide district totals. The expenditutes are.:
separated by each thousand Series,Of account numbers with each series_being_
for a different purpose..The'distridtcan.atcount in further detail-, but
it,is only reported at the level indicated,"

1000 4= Certificate&Salaries
ix&

All salaries 'paid to credentialed employees are listed in this series. The.
Manual specifigs futther detail ig the categories listed, such as teachprs,
school administrators and librarian's salaries.

2000 - Classified Salaries -

All salaries paid to-classified employees are reported in
Some definition is provided by the account numbers which i
eral function performed by the employee, such as maintenan
transportation.

, 3000,=, Employee 'Benefits
The fringe benefits paid by the district for all
this series. This includes the mandatory payment's, such as the retirement
and social security as well as the health and welfare programs deterMined
by the district.

4000 - Books, Supplies and Equipment
The materials that are used for all programs are reported in this series,
which includes books, instructional supplies, as well as thesupplies for
food Services and transportAion.

his section.
dicate the gen- C-/

e, clerical and

44,

oyees are listed in

5000 ContracterServices and Other Operating.Expenses'
'This series is used for reporting services rendered by people and agencies
outside the distriCt. It includes. the ;costs of consultants as well as .

district'' costs for insurance, utilities and other districtwide operations.

6000 - Sites, Buildings, Books and Equipment,
All capital outtayis reported in this,6000 series.. It is further divided
into'costs for sites and buildings which deals with the district's facil-
ities: It Alsd includes booktandinedia as .well aS,all types of equipment.
All of the items.reported in this section become fixedassetS and should be-
accounted for by the disttict on anmongoingbasis.

',All.of,the expenditures reported in 'accounts 100Q:through 6000 are
totaled to indiCate the, amount expended directly by the district.

r,

.40.
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Annual Financial Report - Expenditures

t,

1 General All other Total, all
EXPENDITURES BY OBJECT fund funds funds

1000 Certificated Salaries
1100 Teachers' Salaries

121:11- School Administrators' Salaries
1300 Supervisors' Salaries
1400 ibrariaris' Salaries
150 oidance, Welfare, and Attendance Personnel

Salaries

1600 Physical and Mental Health Personnel Salaries
1700 Superintendents' Salaries
1800 Other Certificated Salaries of District and County

Administrative Personnel
19100 Other CertifiCated Salaries

Subtotal

2000 Classified Salaries
2100 Instructional Aides for Direct Teaching Assistance

Salaries

2200 Classified Salaries of County -Superintsndents`Offices-
and District Adminstrative Personnel

2300 Clerical and Other Office Personnel Salaries
2400 Maintenance and Operations Pelionne1 Salaries
2500 kood Service Personnel Salaries
2600 Transportation Personnel Salaries
2900 Other Classified Salaries

Subtotal

3000 Employee Benefits
36100 State Teachers' Retirement System Annuity Fund....
3200 "Public Employees' Retirement Fund
3300 , old Age, Survivors; Disability, and Health Insurance .

3400 'Health and.Welfare Benefits
3410 Health and Welfare. Benefits for Teachers and.

Instructional Aides
3420 Health andWelfare Benefits for All Other

Employees
3500 State Unemployment Insurance

3510 Unemployment Insurance for Instructional
Aides

3530 Unemployment Insurance for All Other
7,) Employees

3600 Work mens Compensation rhsurance
3900 Other Benefits

Subtotal

4000 Books, Supplies, and Equipment Replacement
4100 Textbooks
4200 Other Books
4300 Instructional Supplies
4400 Instructional Media Materials and Supplies

41.,
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Annual FipanCial Repor - Expenditures
(continued)

Gfeunnedral All other
I

Total, all
funds 1, funds

4000* Books,Supplies,And Equipment Replacement (Continued)
4506 Other Supplies

\4600 Pupil Transportation Supplies
4700 Food Services

, 4710 Food
4720 Meals for Needy Pupils
4790 Other

4800 Equipment Replacement
Subtotal

5000 Contracted Services and Otheir Operating Expenses
5100 Contracts for Personal Services . v

5200 Travel, Conference, and Other Expense
5300 -Dues and. Memberships .

5400 Insurance
5410 Property Insurance
5420 Liability Insurance
5430 r,-Fidelity Bond Premiums
5440 Pupil Insurance

5500 Utilities and Housekeeping Services
5600 Contracts, Rws, and Leases
5700 Legal, Election, and Audit Expenses .. .

5800 Expense for Administrative Districtwide Operation
J.

and Other Services
Subtotal

6000 Sites, Buildings, Books and Media, and Equipment
6100 Sites and Improvement of Sites
6200 Buildings and Improvement of Buildings
6300 Books and Media for New or Expanded School

Libraries
6310 Library Books
6320 Library Materials

6400 Equipment
6410 Audiovisual Equipment
6420 Library Equipment
6430 Food Service Equipritent
6490 All Other Equipment

Subtotal

Subtotal, Expenditures (1000 -6000)

42

36

41.



3.5 ANNUAL FINANCIAL REPORT OTHER OUTGO AND. ENDING BALANCE

The annuat 6inanciae kepont-conaudet. with a -1.,iAting o6 miscettane-
OU4 °then outgo and the diztAtet'e ending batance.,

The final sections Of the dnnual financial report contain miscellane-
ous items included under other outgo and concluding With a various part
of the district's-ending balance. The 7000 series includes all other
outgo and is segregated into three types of district payments.

7100-.Debt Services
Debt services Consists of expenditures for the retirement of debt and for
the interest on that debt. The debts involved include repayments of
school builiiihg apportionments, redemptions of bonds, bond interest and
other miscellaneous payments.

7200 - Outgoing Tuition
This section includes all tuitions that a district-pays to other districts
or agencies for the education of students residing*within thd districts.
The majority of these tuitions .would be in the area of interdistrict
attendance agreements.

7300 - Interfund Transfers
This section is used to report allstranssfers of monies from the general
fund to other restricted funds or transfers between the general-fund,and
other special funds.

7400 Other Transfers
This section is used for unique fund transfers such as funds from dis-
tricts that are being unified or transfers to the County School Service
,Fund by districts under 901 ADA.

The final section of the report details the district's ending bal-
ance as of the end of the fiscal year. It contains.the same line items
as the beginning balance. and. will of course be clwried over as the
beginning balance for the following year. The current asset listing
includes all cash on hand in addition to the accounts l.eceivable and-
stores. The accounts payable are included in current liabilities and
the sum of the assets and liabilities results in the net ending balance.
Finally, the total of all expenditures, other outgo and ending balance
is reported and must equal the.sum of the beginning balance and all income.

43'
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Annual Fl4nancfal- Report' - Other'Outgo and Ending Balance

7000 Other Outgo
7100 Dibt Service.,

711d Annual Repayment on Account of Public
'School Building Apportionment

7120 Annual Repayment on Accouht of State
School Building Apportionment

7130 Bond RedemptiOn
7140 Bond Interest and Other Service Chalies
7150 Repayment of State School Building Fund

Aid by Warrant to the State Treasurer for
° Bond Sales

1160 Payments to Original District for Acquisition
of Property

71k30 Other Payments
7290 Outgoing Transfers .

7210 Junior High School Ilirtion for Grades Seven
and Eight

7220 Tuition under interdistrictattendance
agreements for general or specific
instructional services, including
transportation, for designated. pupils

7230 Educatioil provided in a tuberculosis or polio
ward, hospital, or sanatorium maintained
by a county or group of counties

7240 Tuition and transportation of children
attending classes for physically handicapped,
educationally handicapped, multiple handi-
capped, and mentally retarded maintained
by a county superintendent Of schools
andkir'other school districts

7250 Tuition paid for current expense's to
regional occupational centers or programs
operated by other school districts, county
superintendents of schools offices, and
regional occupational centers operated
under a joint powers agreement

7260 Tuition paid to regional occupational centers
or regional occupational programs for capital

-outlay expense only
7270 Tuition paid for nonimmigrant children,

noncitizen children, and children residing in
foster homes and children's institutions

7280 Tuition paid fo' r the education of exceptiopal
children for whom no apprciprlate special
education,facilities and services are
available or can be provided

7290 Other Tuition

44
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General All other
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Total, all
funds

.



Annual Financial Report - OtherOutgo and Ending Balance

(continued) a

7300 Interfund Transfers General All other Total, all

7310 Fiom the General Fund to the Child
fund funds funds

Development Fund and the Development
Center for Handicapped Minors Fund

7320 Between the General Fund and the Special
Reserve Fund

7330 To the Public School Building Fund or to the
State School Building Fund from all other
funds of the district, any monies of the
district which are required to be expended
for the project for which such apportion-
ment was made

7340 From the Bond.Interest and Redemption funds,
after all principal and interestpayments have
been made, to the General Fund

7390 _Other authorized interfund transfers

7400 Other Transfers
7410 Transfers from funds of lapsed or reorganized

school districts to another school district
7420 Transfers to the County School Service Fund

for the education of mentally retarded
minors

Subtotal

TOTAL, EXPENDITURES AND OTHER OUTGO

ENDING BALANCE, JUNE 30
1. Cash in County Treasury
.Z. Cash in Bank (s) .

.3. Revolving Cash.Fund
4. Cash Collections ANaiting Deposit ,
5. Investments in U.S. Bonds (at cost)

ACcoUnts Receivable
7. Stores
B. 'Prepatd Expense
9. Other Current Assets

TOTAL, CURRENT ASSETS
Less Current Liabilities (reported on Form J43) ....

NET ,ENDING BALANCE

, TOTAL, EXPENDITURES AND OTHER OUTGO
PLUS NET ENDING BALANCE

45
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3.6 ANNUAL FINANCIAL REPORT OF PROGRAM EXPENDITURES

63'

Thi's annuat IteivAt to the ,6tate indic446.- the datitict14 expenditune6
in major in4Puictionat and.4upwout wtogum catego/i.ie4 within the genena
.4und and- the combination 66 °then. 6und6.:..

The annual financial teport of program expenditures requires each .

fidistrict to report expend MINres in general program areas. This report is
easy to compile if:distrt6 s use a program structure similar to that dis-
cussed-in"Chapter II. The state requires that the instructional progri
be reported down to level IV'and the support service programs down to
level. V. The expenditures,are reported by general fund, all other funds
are then the total for all funds resulting in overall district totals by'
program. ,

1

The instructional programs must be separated .into the function of
general education and special education and are divided by baSic grade
levels. General education includes all academic areas as well as voca'-
tiohal programs. Special education includes all programs for the excep-
tiOnal child.

ti The support service` programs are separated into.four major was...
Instructional support includes school administration as well as district-
wide instructional administration and improvement of the instructional

__program. Special projects are those projects and programs'thatsare
approved and funded by,state or federal agencies and require special bud-'
gets, financial reports and audits. .Pupil services include all.the act-.
.iVittes that relate directly to pupil support at the district level
incTudinvguidanCe, counseling, attendance, welfare and health. The
general support area is really theAistrict overhead which is required"
to operate the educational system, including district administration,
maintenance, operations and transportation.

The auxiliary programs are those that are part of the overall-district
operation, but have separate and restricted funding sources. 'Both Commun.-,
ity services and facility acquisition and construction can be funded to a
specific degree by permissive override taxes, but they'must be expended
for those specific purposes: ,Food services is an optional program and - ,

can be funded totally by the students purchasing meals or it can'be supple-
mented by district and federal funds.

Other outgo includes tuition paid by the dislrict,for its residents
attending other schools and other miscellaneous fund transfers. All unal-
located funds are listed in'the appropriations for contingencies and the
budget for general reserve is shown as the expected ending balante.

1

The grand total shown on'this. report must balance with thatiof,.the .

annual budget since this: is`f.eally just a different way of budgeting the
same funds in-that it is shown by programs instead of objects of
expenditure.

.
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Annual 'Financial, Report of Program Expenditures

General All Other Total, All

Fund . Funds Funds

INSTRUCTIONAL PROGRAMS (E;i777 7775 7737.33-
General Education:

Preforms! ,

Elementary

Secondary .-

'Adult

Subtotal

Special Education:

Preformal

Elementary

Secondary

Adult

Subtotal

SUBTOTAL,' INSTRUCTIONAL PROGRAMS

SUPPORT SERVICE ;PROGRAMS (DISTRICT TOTALS)

. Instructional Support:

Instructional Administration

Instructional Media

School Administration,

Subtotal

Special Projects (Federal and State Categorical Aid_Program)

Pupil Services

General Support:

Wistrict and Cdunty 5,6perintendents Administr'ation 0..:

Maintenance

Operations

'Transportation

Subtotal

SUBTOTAL, SUPPORT.SERVICE PROGRAMS

AUXILIARY PROGRAMS:

Community Services

Food Services

Facility Acquisition and Construction

' Subtotal

OTHER OUTGO

Tuition

All Other Outgo

Subtotal

APPROPRIATION FOR CONTINGENCIES

GENERAL RESERVE NET ENDING BALANCES

2 -
GRAND TOTAL, EXPENDITURES FOR INSTRUCTIONAL PROGRAMS,4UPPORT SERVICE PRO-

GRAMS, AUXILIARY PROGRAMS, OTHER OUTGO, APPROPRIATION FOR CONTINGENCIES,

AND GENERAL RESERVE

.41
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3.7 COST DATA REPORT

The cast data nepont £4 used .to identi6 the total casts o6 individ-
uat pitogAtum by.identi6ying the majon objects o6 expendituu as well o4
the zuppont and indikeet edats.

The cost data(qport is intended 0 provide more visability into the
actual'costs of particular programs operated by the district. This report
makes use of the total ,cost allocation method of direct, direct support,
and indirect costs describediirthapter I. It also relates the numberof
,pupils served and the number of employees required to operate the program
which then allows a number of comparisons to be mede. .Currently, the
state only requires this form for specific special education programs which
have restricted state funding. Eventually, districts can expect to use
this format for all district programs to meet both state requirements and
district administrative management needs.

The report is done for specific programs inditating the program title,
fund and fiscal year. The quantitative data on .students is given in both
enrollment and ADA, so comparisons can be made both.meys. The staff is
reported in full-time equivalents to take into account the part-time or
prorated staff. The direct costs are normally very straightforward and are
those expenditures relating to the actual operation of the program and
directed'by.the department head or program manager. Capital outlay is also
included; but it is handled a little .differently since large capital Pur-
hases in any_pal-ticular year can significantly distort the cost of the

program. The direct'support costs are klittle harder to deterthine, but
are those which directly benefit and support the program. These costs can
be in any other district program as direct costs, but are applied here
since they provide support for the program being-reported. The indirect
costs are much 'harder to allocate, but theyare generallyin support of
district level programs that have not been appliedas direct or direct sup-,
port. It is difficult to trace many of these programs directly.to the
classroom, but in most cases, the classroom would not be there or it
would hot operate without the indirect support.

As districts become more sophisticated in allocating costs and com-
pleting costs reports similar to this one, adminstrations and boards will
be able to. make much more knowledgable.thenagement decisions.

43.
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Cost Data Report

DTstrict

Fund

1. Enrollrrient

Special project or program title Fiscal year

2. Average Daily Attendance(A.D.A..)
*b.

__--

- 3. Teachers (full-time equivalent) '
4. Other Certificated Employees (full-time equivalent) . .... .. ........ . .

5. Classified Employees (full-time equivalent)

Number '

DIRECT COSTS
6: Certificated Salaries

* 7. Classified Salaries
8. Employee Benefits
9. Books and Supplies

a
10. Equipment Replacement
11. Cohtracted Services

0,

12. Other
13. Subtotal (lines 6 through 12)
14. Capital Outlay
-15. Total Direct CSits (lines 13 and 14)

DIRECT SUPPORT CHARGES '
16. Instructional Administration and Media
17. Special Projects

-18. Pupil Services
19. General Support

Amount

20. Auxiliary Services
21. Total Direct Support Charges

22. Total Direct Costs and Direct Sup rtCbarges (lines 15 and 21)

-- -

INDIRECT SUPPORT CHARGES
23. Instructional Administration and Media

24. Special Projects

25. Pupil Services

26. General Support,
27. Auxiliary Services
28. Total Indirect Support Charges

29- Total Catsllines 22 and 28)

1
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4.0 'CHAPTER IV

BUDGET MANAGEMENT

A.budget iz the Aizcat ptan.4on the opekation oi the diztnitt and, .its.

educationa puoama. Once the. budget iz adopted at the 4.tant 06 theAiz-

cat yeah, .c t' be Aokgotten. It must be continuatty Ottowed and

monitoted by management as with any-ptan. The admintztnation iz changed

with calftyineout the ptan and the boalcd iz olgigatedtp monitot .t t6

-C-66 n.d.to take any nevi/Led action 6 in4une itz.zucc.ezque.compeeti.oh..'

The diztkict adminztkative managementcakkiez out itz,kezponzibility_

hkoughitz'buzikezZ oiAice and the u6e.o6 tegytak detailed Olantiat

u4 /Lep At6. The boaAd cafthieS out .its p4icy tevet AeSponhibitity

ough ne wean. 6ummaA.Y irilanciat tepo40 and taking-aCtionz bazed:on

e native ptezented by the diztkict zupertintendent and 6.4cat.
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4.1 BUDGOrREPORTS

A gave/ming &mad can manitolt the tii-occa condition o6 the diAtnict
th4augh the uview a Itegutalt nciAZ ImpaAtA.

_A school board can monit the current fistal condition of the dis-
.trict through the use of spe al or selected district financial reports.
Every district business office maintains records of current month and
.yearrto-date expenditurek. These records will be by account to corres-

;Oondwith the adopted di rict budget and may also be by program and
';location if the district has budgeted internally to those-levels. The

district business office also maintains records of the revenues.that
have been received and can.compare them with the budgeted income.as
shown in the district budget and other more detailed district records.

Most districts maintain very detailed records that are required by
the business office to properly 'account for all:the district's fiscal
activity. Reports at this de ail level are not the best level fora*
board to review as they tend t overload members with too much infdirma-
tion, making' it more difficult to Operate at the management and policy
leVels. . .

"Nk
.

,

The reports that the boar Should require would provide overall
summaries that will present an atcurate picture of the district's fiscal
condition in a few pages. Thi information should include the district
expenditures by major account nd a comparison with the adopted or
revised budget indicating the b lance remaining. As the fiscal year
progresses, the rate of expenditures and remaining balances give an
indication of how well the district is folloWing the fiscal plan. Any
unusual expenditurepatterns should be reviewed at a lower level and a
budget revision or other corrective action should be taken as necessary.

The revenue side of the budget should also be reviewed in terms of
current funds received and whether the revenue projections are still
'valid. The current income is reviewed on=reports similar to the expend-
.iture reports indicating funds received to date compared with the budget
indicating the balance to be received. The projections should be .

reviewed regularly by assessing the district't enrollment and resulLing
ADA, as this one factor controls much of the funds that may and will be
received. The review of revenue is critical as no matter how well the
district-stays ';within its expenditure budget, a reduttion in revenue
could lead tova fiscal crisis.

If the revenue is being received as expected, steps should be taken
to transfer funds from the unallocated retrve or to reduce the current
level' of expenditures. .During a school yeari there are very few arep
that.can be reduced. Most:of them are in the areas of supplies, extra
help, and contracted services. The severity of thete reductions will
depencron the magnitude of the fiscal. problem and the timeliness with
which it is faced.

51

45



7
1
2

-

7
1
3

0
1

B
u
d
g
e
t
 
R
e
p
o
r
t
s

P
r
o
g
r
a
m
 
R
e
p
o
r
t
(
S
a
m
p
l
e
)

-
-
-
-
-
.
-
-
F
 
1

O
U
R
G
E
 
T

-

S
U
P
E
R
I
N
T
E
N
D
E
N
T

.
Y
E
A
R

T
O

E
X
P
E
N
D
I
T
U
R
E

E
N
C
U
M
B
E
R
E
D

1
0
0
0

C
E
R
T
I
F
I
C
A
T
E
D
 
.
S
A
L
A
R
I
E
S

I
0
,
 
8
5
0
.
0
0

7
,
2
3
3
.
2
8

3
,
6
1
6
.
6
4

2
0
0
0

C
L
A
S
S
I
F
I
E
D
 
S
A
L
A
R
I
E
S

2
4
,
7
7
4
.
0
0

4
1
6
,
5
6
0
.
0
0

8
,
2
8
0
.
0
0

3
0
0
0

s
E
M
P
L
O
Y
E
E
 
B
E
N
E
F
I
T
S

6
,
7
1
9
.
0
0

2
,
4
8
7
.
4
7

.
0
0

4
0
0
0

'

B
O
O
K
S
,
 
S
U
P
P
L
I
E
S
 
A
N
D
 
R
E
P
L
A
C
E
M
N
T

1
3
0
7
0
0
.
0
0

6
,
8
4
4
0
.
5
0

'
 
1
,
5
0
0
.
0
0

5
0
0
0

C
O
N
T
R
A
C
T
E
D
 
S
E
R
V
I
C
E
S

/
4
5
0
0
.
0
0

1
,
4
7
6
.
0
3

4
3
1
.
7
3

T
O
T
A
L
 
P
R
O
G
R
A
M

5
6
,
8
4
3
.
0
0
,
*

3
4
,
6
0
1
.
2
8
 
*

1
3
,
8
2
8
.
3
7
 
*

P
E
R
S
O
N
N
E
L

2
0
0
0

C
L
A
S
S
I
F
I
E
D
 
S
A
L
A
R
I
E
S

-
4
1
,
5
5
0
.
0
0
-
-

2
7
,
4
7
4
-
.
2
0

"
1
3
,
7
6
4
.
0
0

3
0
0
0

E
M
P
L
O
Y
E
E
 
B
E
N
E
F
I
T
S

8
,
8
9
6
.
0
0

.
0
0

4
0
0
0

5
0
0
0

-

B
O
O
K
S
,
 
S
U
P
P
L
I
E
S
 
A
N
D
 
R
E
P
L
A
C
E
M
N
T

C
O
N
T
R
A
C
T
E
D
 
S
E
R
V
I
C
E
S

2
,
1
5
0
.
0

6
1
.
1
8
U
.
U
0

,
2
,
9
1
2
.
1
0

1
,
3
6
4
.
4
7

4
,
2
2
9
.
2
6

2
0
7
.
6
1

3
5
5
.
2
5

6
0
0
0
'

C
A
P
I
T
A
L
 
O
U
T
L
A
Y
-

-
4
6
2
0
0
 
-

4
4
3
.
1
9

1
1
.
2
3

T
O
T
A
L
 
P
R
O
G
R
A
M

5
9
 
2
3
1
:
L
0
0
-
 
*
:

;
3
6
,
4
8
3
.
2
2
.
*

.
1
4
1
3
3
8
.
0
9
'
 
i
r

4
 
P
E
R
S
O
N
N
E
L
 
C
O
M
M
I
S
S
I
O
N
'

.
A
2
0
0
0

C
L
A
S
S
I
F
I
E
D
 
S
A
L
A
R
I
E
S

3
0
0
0

E
M
P
L
O
Y
E
E
 
B
E
N
E
F
I
T
S

,
5
u
0
0

B
O
O
K
S
,
 
S
U
P
P
L
I
E
S
 
A
N
D
 
R
E
P
L
A
C
E
M
N
T

-

0
0
0

C
u
N
T
R
A
C
T
E
U
 
S
E
R
V
I
C
E
S

'
6
0
0
0

C
A
P
I
T
A
L
 
O
U
T
L
A
Y

T
O
T
A
L
 
P
R
O
G
R
A
M
"

7
1
5
 
B
U
S
I
N
E
S
S

-

1
0
0
0

C
E
R
T
I
F
I
C
A
T
E
D
 
S
A
L
A
R
I
E
S
 
,
"

3
u
0
0

C
L
A
S
S
I
F
I
E
D
 
S
A
L
A
R
I
E
S

0
0
0

E
M
P
L
L
-
Y
f
E
 
B
E
N
E
F
I
T
S

4
0
0
0

B
O
O
K
S
,
 
S
U
P
P
L
I
E
S
 
A
N
D
 
.
R
E
P
L
A
C
E
M
N
T

5
0
0
0

,
C
O
N
T
R
A
C
T
E
D
.
 
S
E
R
V
I
C
E

-
.
6
0
0
0

C
A
P
I
T
A
L
 
O
U
T
L
A
Y

T
O
T
A
L
 
P
R
O
G
R
A
M

4
5
,
2
1
8
.
0
0

'
 
9
,
9
5
2
.
0
0

2
,
5
1
0
.
0
0

7
,
7
5
0
.
0
0

4
6
2
.
y
a

-

6
5
0
1
2
.
0
0

*

2
0
8
,
9
3
1
.
0
0

8
1
7
,
0
6
8
.
0
0
,

1
9
6
,
5
9
6
.
9
5

7
3
9
,
1
2
3
.
8
5

.

1
7
7
0
5
1
2
.
2
0

6
7
2
,
3
2
5
.
0
0

2
8
1
9
1
7
.
3
6
.

3
,
0
8
3
.
2
5

2
.
1
7
1
.
5
6

4
,
9
1
0
.
4
1

4
4
3
.
1
8

3
9
.
5
4
5
.
7
6
 
*

1
3
4
 
8
4
8
.
0
0

-
5
0
6
:
3
1
0
.
7
2

6
4
,
8
0
5
.
2
3

5
9
,
3
9
4
.
7
7

8
1
,
6
3
.
9
.
4
2

.
.
4
0
5
0
9
9
9
.
1
6

2
9
8
1
1
,
9
5
7
.
0
0
 
*
 
1
,
2
5
2
,
9
9
7
.
3
0
.

*

1
1
,
3
2
6
.
.
0
2
40

1
6
3

0
0

.
4
7

1
1
.
2
4

1
1
,
4
4
0
.
9
5
-
*
'

6
7
,
4
2
9
.
0
0

2
5
8
,
7
1
4
.
4
4

.
0
0

3
6
,
3
6
4
.
3
5

B
A
L
A
N
C
E

.
0
8

6
6
.
0
0
%
;

4
,
2
3
1
.
5
3

4
,
6
5
5
.
5
0

4
Q
7
.
7
6
%

8
.
4
I
3
.
3
.
5
 
*

3
1
1
:

5
,
9
2
3
.
9
0

-

5
7
7
.
9
2
-

1
 
g
 
5
9
5
.
4
9

7
.
5
8

8
,
4
1
6
.
6
9
.
 
*
:

4
,
9
9
4
.
4
0

6
,
8
6
8
4
7
5

2
3
4
.
9
7

2
,
7
7
9
.
5
9
.

1
4
,
4
8
5
.
2
9
 
*

6
,
6
5
4
.
0
0

5
2
,
0
4
2
.
8
4

'

1
3
2
,
1
9
1
.
7
2

6
4
3
,
3
6
4
.
7
3

1
,
1
8
0
.
4
5

9
4
,
6
9
2
.
3
3

1
0
8
,
1
7
4
.
4
7

'
1
5
8
4
1
5
1
.
3
7

7
1
,
8
6
2
.
7
1
 
*

1
,
0
8
7
.
1
0
9
6
,
1
4
 
*



CASH FLOW

A datlUct mwst be concumed about when UundA cute dctuatey iteceiv'ed
duA,06:the yeaA to meet cuMent ob4gat,Lon4.

There are two major aspects of the district's fiscal condition that
must be managed. The obvious one is in terms of budget, in that the total
revenues available during the fiscal year must be sufficierit to meet all
the district's expenditures. The other aspect\that many people verlook-
is the problem of cash flow where funds must actually be received and in
the bank before they can be spent. This is analogous to a_personal
checking account where checks cannotbe written during the month even
thoilgh'it is known that a large deposit will be made at the end of the
month. .-This problem is very critical for school districts in that income
from state and local source's is not equally distributed over twelve months.

Local income may vary slightly from county to county, but should be
similar to the sample,Shown. The major.local source of income is the
secured taxes which are normally received in equal instalments around
December and May. Also-in the area of secured taxes are delinquent taxes
and the homeowners And business inventory exemptions. These latter are
actually paid' by the state to offset local tax losSes due to the granting
of the exemptiOns. These funds are received at different timesiduring
the year which tends to equalize; the cash flow to some degree.oThe unsec-
ured taxes are paid once a year in October, and they also have delinquent
taxes and business inventory exemptions received at different times during
the year.

.

The state income is'spread throughout the year, but it also is not
done in nice eqUal,instalMen4. The'state apportionments are calCulated
by the state based on the ADA; reported by the district. The apportion-
ments through January are baed on the district final -ADA reported at
the end of the previous year. \The payments from February through MAY,
are based On the district's October period one ADA. February is the
month'that any adjustments from the prior year are,credited with any
major changes due to ADA in the current year. The final payment in June `.,

is based on theistrict's April second period ADA and is the final pay-
ment for the year. Special purpose apportionments for categorical pay,
ments are paid from December through June based on actual ADA and class..

//
reports from the district.

'Cash flow problems can be solved by borrowing funds to meet immedi-
ate needs.. Some counties alTbw districts to borrow from county funds,
while other-districts must acquire their own short-term loans. Cash .

flow can be a signiicant problem and should be Watched as closely as the
'normal budget management.
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Month

July

August

September

October

November

Gash Flow

(Calendar Sampl

Lodal

Delinquent secured taxes

Delinquent unsecured. taxes

Unsecured business inventory (100%)

Current year unsecured taxes

December "Current yea

Homeowners

January

February

r secured (50%)
exemption' (15%)

Homeowners exemption (35%)

Secured-business inventory (50%)

State

PrinciPal apportionment (6%)

Principal ,apportions flt (12%)
.

Priricipal apportionment.(10%)

Principal apportionment (8%)

Principal apportionMent (8%)-

Principal apportionment (8%)
Special purpose apportion

- ,ment (40%)

Special purpose apportion-
ment (10%)_

Principal apportionment (8%)

March unsecured taxes ,

April.

May,.

Current year secured (20%)

Current year secured (30%)

Homeowners exemption (35%)
Secured business, inventory (50%)

Principal apprtiorrment
Special purpose apportion-

ment (10%) .

Special purpose apportion
ment (40%)

Principa, apportionment.

Principal apportionment
Special purpose apportion*

ment (10%)

SpeciaJ purOose apportion-
ment (10%)

Principal apportiorimept

June Homeowners exemption (15%) Final apportionments

w

4
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4.3 DISTRICT BANKRUPTCY

A &6ttict cannot tegatZy expend move than .c to avaitabte uootace4
duking any iii4cat yea/E., which means a diztAict 44 not attowed to go bank
upt.

More and moi-edistricts are running into fiscal crises as revenues
are being extremelj restricted and costs are, scalating at an ever %'
increasing rate. A fiscal problem can become a major crisis ihen a dis-
trict with a'tight budget eiperienes-some unforeseen conditiMs. These
conditions can range from hatliral disasUrs cal.ling'for major emergency
repairs to poor *fiscal management and control by the district administra-
tion to late paymenti by special program funding agencies.

The first of the fiscal cries is the cash flow problem discussed
in the' previous section. This becomes critical when the district nears
the end o "scal year and does not have enough cash on hand to meet
its end .of yeae ob igations, which in most cases, includes the final pay-
roll. Thek are a number of. reasonable alternatives to solve this type
of'problem. One is to put off payments until the cash is actually
received and at times concentrated effort with funding agencies'can speed
payments to meet fiscal deadlines. Cash can also be borrowed from several
sources including the districts own restricted funds or the County
Superintendent and in some counties, from the County Treasurer.

, A more difficult crisis occurs when the district not only does not
have enough cash to.finish the fiscal year, but does not 'anticipate
receiving enough to cover its fiscal year obligatidhs. The alternatives
in this case become more drastic starting with reducing current'expendi-
tures in/every way possible. Efforts should also be made to insure that
all possible district receivables are identified and accurately estimated
because a cry of bankruptcy can result in a loss of credibility when the
district actually ends the year with a sizeable ending balance. If .a

distrkt cannot meet its obligations, it may petition the County Superin-
tendent for a special apportionment which is technically not a loan, as
it doesn't result in a current liability, but it must still be repaid fri
the following year. The last resort is through the Legislature by a
process established in the Education Code. This again allows for a spe-
tie apportionment which must be repaid in three years, but also requires
a special financial and management audit and the development of a plan
to improve the district fiscal management. This is an extremely difficult
and time consuming _process, but in some cases may be the only possible
alternative.

7
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District BankOuptcy

SHORTAGE OF CASH

Reduce..distritt,expenditures
Concerted effolto receive funds due the district
HOld liabilities'for payment when funds are received
Borrow against'anticipated district revenues
Borrow from restricted district funds
Borrow fOom CoUnty School Service Fund

INSUFFICIENT:REVENUE TO MEET YEAR END OBLIGATIONS
....

Reduce dittrict expenditures
Reassess po'ssible district revenues
Re- examine district obligations
Request a special apportionment from County School Service Fund
Request a special apportionment from the Legislature

.P
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CHAPTER V

5.0 GLOSSARY OF TERMS

t

Edueationat dinance 4,4 not a,digaicult 6ield when,deatt with in

concepts and genenat terms. The one aspect .that can make it appeal,

CotieX i4 the oecialized tennis that ale used; because like most.pito-

tiessionat'6ields, .thence 4.4 a unique voeabuta4u. This thapta consists,

v6 a geo44any oi teams most commo4y used in Aehoo distAict budgeting

andknanciae management. This its noVintended to be'a-compeete

ing, but does inctude the toms most 0.equentty used and mitt egyen.

must o6 the special .tennis used in thi4 documeAt.

a.
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5.1. 'GLOSSARY *TERMS

A geossaAq 06 tom!, commotay coed in 4choot diistniet budgeting and
64nane4ng i s ahown. Toms are shown dephalpeti:baLey except .where they a4e
must (Wen utated by de6inition and in theist ca4e4 have been pouped
to9ethot.

Accounts .Payable

Accounts Rece-ivable.

Average Daily Attendance

Ad Valorem Property Tax

Apportionment, State

Ap-PrOPrlatl2n,<. 25.

4

Assessed Valuation
(A.V,)

Amounts due and owing to persons, busineis
firms, governmental units, or others for
gdods,and services purchased but unpaid
prior to the end of the fiscal year

Amounts due and owing from persons, bOsi-
ness firms, governmental units, or others
for goods add services sold but uncollect-
ed prior to the fiscal year.

One A.D.A. is generoted by the attendance
of. one student for a minimum of 240 min-
utes per day for 175 days in a school
year -

A tax on property expressed as a percent
rate per $100 of assessed valuation.

Dividing and assigning state allocated
money to the various school districts.
This is only done by the"State Department

. of EdOcation according to formulas
approved by the Legislature.

An, allocWon of funds, income, or esti-
Mated-income-made by the governing'board
for specific purposes. (Usually an
appropriation is limited as to the time
when it"may be spent.)

A valuation set by a governmental unit
upon real and personal property as a basis
for levying taxes.

The amount of assessed valuation (A.V.)
per child determined by.dividing the
total average daily attendance (A.D.A.)

Assessed Valuation per
Average Daily Attendance
(A.V. per A.D.A.)

Balance Sheet A statement that shows assets, liabili-.
ties,.reserves, and fund balance or fund
deficit of the school district as of a
specific late. It exhibits the financial
conditi bf the district.

8
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Basic Aid

Bonds, School

Bonded Debt Limit

Budget Document

Capital Outlay

Collier Factor

ks

Computational Tax Rate

Cos Direct

Costs, Indirect

.Current Assets

7

The minimum guranteed amount that any
district receives annually for state
support, currently in the amount of
$125 per A.b:A.

Bonds are certjficates of indebtedness
limited to twenty-five years or less in ,.
California. BOn4s are to a school as a
mortgage is to a home.

The maximum amountof bonded debt for
which a school district may legally
'obligate itself. The total amount' of
bonds issued cannot exceed a stipulated
percent of the assessed valuation of.the
district.

A written statement translating the edu-
cational plan or programs into costs,
usually for one future fiscal year, and ,
estimating income by sources to meet
these costs.

Capital outlay expenditdres are ihose
which result in the acquisition of or
addition to fixed assets. gliey are
expenditures for land or existing build-
ings, improvements of4sites, construction
of buildings, additions to buildings,,
remodeling of buildings, or initial or
additional equipment. ,Construction
related salaries and expenses are included.

A formula to bring either low or high
county assessmetits of real property to
the State average of assessed real prop-
erty.

The minimum tax rate a school district
must levy whicillrovides the district's
share to .the state's guaranteed founda-
tion program. SB-90 establishes these
rates as $2:23 elementary, $1.64 high
school,'and $3.87 unified.

Expenses, that are identified with a given
service or operating unit.

Costs that are necessarYto the operation
of the school district, but that do not
relate directly to the operation of a
specific service or operating unit.

Assets that are available -to -meet the cost
of operations or to pay current liabilities.
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Current Expense of Education All expenditures of a school dhtrict except
,1.--- for food services, community services,

sites, buildings and debt service.

Current Liabilities , Amounts due and payable for goods and.ser-
.

vices received prior to the end of the fiscal
. , year.

. .

.
.. - ,

-District Support or,Aid The financial assistance for schools received
. , from local property taxes.

Double Entry

Encumbrances

.A system of bookkeeping that requires an
amount credited for every corresponding
,amount debited.

Obligations in the formLof purchase,-orders,
contracts, salaries, and other commitments.

Fiscal Year Twelve calendar months; in California it is
the period beginning July l and ending
June 30.

Fixed Assets Property of a permanent nature having con-
tinuing value, e.g., land, buildings, and
equipment.

General Ledger A basic group of accounts in which are
recorded all transactions of a"fund.

General Purpose Tax. Rate

General Reserve.

Undistributed Reserve
(Appropriation for
Contingency)

Goal

Impact yunds

The district's tax rate determined by
statutory revenue limit for general purpose
use, 'the district A.D.A., and the level of
the assessed valuation of the district.

A budget item which sets aside a reserve
fund to start the following fiscal year
and cannot be used during the budget.

An amount placed in the budget which^is
unallocated and against which-interbudget-
ary transfers may be made to take care of
expenditures that ddvelop in the budget
for which previous-funds-have not been
budgeted. as

A statement of broad direction, general
purpose, or intent. A goal is general -C
and timeless and is not concerned with a
particular achievement Within a specified
time period.

Fdnds received by school districts due to
increased enrollment caused by Federal or
State-activities on property that is not
taxable. Examples would be federally
funded state Water projects, or Public Law
874 (army bases, defense plants, etc.).
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Income Includes both revenue and non - revenue

receipts. Revenue receipts are derived
from taxation. Non-reyenue receipts come
from the sale or rent of district

property.

-A multi-year financial plan discloses
trends by presenting comparisons.of
prior.years costs to projected estimated
future' ears costs.' Estimates should
reflect the future financial impact of
current decisions.

4

Multi-year Financial Plan
(M.Y.F.P.)

Objective

Objects of Expenditure

Permissive Override Tax

Prograr0 Budgeting

Reserve

Revenue Limit. ( District)

RestriCted Funds

The desired outcome toward which program,
activities are directed within a given
time frame andSunder specific conditions.
The attainment of an objective contributes
to the accomplishment of overall district
goals.

Objects of expenditure are articles pur-
chased or services obtained by a school
district.

A tax,levied at the discretiOn of the
board of trustees for a limited number of
specific purposes authorized in the Educa-
tion Code. Two examples are a tax levied
for community services, and meals for

"needy children.

A grouping of proposed expenditures and
anticipated income according to the program
they are intended to support. The program
budget 'Fists and summarizes what is'needed
to accomplish program objectives.

An amount set aside to provide for estimated
future expenditures or losses, for working .

capital, or for specific purposes.

The maximum amount of dollars that a dis-
trict receives annually for general edgca-
tion purposes from both state and local
taxes exclusive of a limited number of
special categories.

Those monies received by the district
through permissive overrides for specific
purposes such as meals for needy pupils and

community services. These restricted funds

monies, which'are unspent, may be carried

over to the tlext fiscal year. The use of
the carry-over monies is limited by law to
the specified purpose(s) for which the
monies were originally collected.
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Designated Funds

Secured Tax Rolls

State School Fund

Stores. a

Unsecured T6( Rolls

Voucher

Purchase Order

Warrant

Those monies received from.Federaj, State,
or local sources and designated for special
program usage such as.early childhood edu-
cation, Title I, and pilot programs. The
carry over to the next fiscal year of

.

designated. funds is regulated by the-sbecifiC
program and/or title guidelines.

A list of the stationary real. .property within
a county, e.g., land, buildings.' (Accounts
for approxiMately 90% of all.property.)

Amount apportioned froM the State General
'Fund by the Legislature for school purposes.

.

Goods on hand_in storerooms 'subject to.
requisiijon that are constantly being con-
sumed.and replaced without-increasing the
value of the phygical property of the
school district, e.g., paper.

A li %t of the moveable, personal real
property Within a county, -e.g.,' mobile
homes, boats; furniture. (Accounts for
approximately 1.0% of all real property.)

Any document that supports or verifies'a
certain transaction.

A document approved by the board and issued_
to a vendor that authorizes the deliverY
of specific merchandise or the pei-forMance
of certain services and the making of a
charge for.them.

4 written order approved by the board
drawn to pay a specified amount to a
designated payee.
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